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Western Europe Moves to Implement ERP Pledges 


The $6.098 billion foreign aid program, 
voted by Congress on April 2 and ap 
proved by the President the next day, 
registers the will of the American people 
to share their wealth in promoting free- 
dom and economic recovery abroad. The 
long-debated European Recovery Program 
is now in force, with an expenditure of 
$5.3 billion authorized for the next twelve 
months. The principal instrument of our 
foreign policy in Europe, this project was 
endorsed by a large majority in both 
branches of Congress. 


Independent Agency Created 

The ERP, as approved by Congress, fol- 
lows closely the legislation proposed by 
the Administration. There are, however, 
some differences. The Executive had re- 
quested a program which would obligate 
this country to give $17 billion in aid over 
a period of four years, with $6.8 billion 
to be spent in the first fifteen months. 
Such a positive commitment was rejected 
by Congress; funds are to be authorized 
on an annual basis, with further grants 
governed by the progress made under the 
long-range plan. Another important issue 
was that of the administrative setup. The 
ERP is placed under the direction of an 
independent Economic Cooperation Ad- 
ministration (ECA), with a single head. 
(On April 5 the White House announced 
the appointment of Paul G. Hoffman to 
this post.) Should any question of foreign 
policy arise, action by the Secretary of State 
is limited to an appeal to the President. 
The ECA also has authority to decide “in 
consultation with” the National Advisory 
Council the type of assistance to be given, 
i.c., loans or grants, or a combination of 


the two. The law directs that all procure- 
ment of supplies under the ERP shall be 
done in such a way as to minimize the im- 
pact upon the American economy. 


In both the Senate and the House, sev- 
eral members were critical of the program 
on the score that Russia’s satellites would 
derive potential benefits through the pro- 
jected revival of trade between Eastern 
and Western Europe. The State Depart- 
ment and the Marshall plan countries have 
assumed in their estimates of the dollar 
deficit that such trade would develop con- 
siderably, and the need for imports from 
the Western Hemisphere had been scaled 
downward. Present indications, however, 
are that Eastern European surpluses of 
grain, timber, and other products will not 
be large for several reasons, including a 
lack of equipment and machinery which 
could be remedied only by the industrial 
nations of the West. A notable exception 
is Polish coal, which is finding a ready 
market in Western Europe. 

Congress finally approved the ERP 
without any important limitations on 
East-West trade. A provision was included 
whereby the administrator must refuse de- 
livery to a participating country of any 
commodities which would be processed 
into a product for sale to a nonparticipat- 
ing European nation, if the final product 
in question is one that cannot be legally 
exported direct from the United States to 
the Soviet area. The object is to limit trade 
in potential war materials. 


Economic Co-operation 


In any event, trade with Eastern Europe 
will be much less a factor in determining 


the final outcome of the ERP than the 
degree of success the participants can 
achieve in expanding their productive 
capacity and mutual trade through co 
operation. The really important prewar 
intra-European commerce was among the 
industrial nations; with respect to total 
trade, the largest share was with other 
continents. Dislocation of the world econ- 
omy as a result of six years of war makes 
it all the more necessary that the much re- 
duced resources of Western Europe be 
systematically developed. Secretary Mar- 
shall had such integration and mutual aid 
in mind when he first proposed the ERP 
last June. Since his Harvard speech, a cer- 
tain measure of progress has been achieved 
in promoting self-help and co-operation, 
particularly in exploring the possibilities 
of customs unions. Much more, however, 
remains to be accomplished before it can 
be said that the Western European econ- 
omy has been effectively organized. 


Anticipating approval of the ERP by 
Congress, a conference of foreign minis- 
ters was held in Paris on March 15 and 
16. Addressing this parley, Foreign Min- 
ister Bevin took a guarded position on the 
question of co-operation by indicating that 
reservations must be made regarding his 
country’s trade with the Commonwealth 
and other overseas areas; “but,” he added, 
“we shall endeavor to harmonize it all 
with an even closer association with Eu- 
rope than has existed hitherto.” Pondering 
the meaning of this statement, observers 
noted that in subsequent sessions of the 
working party created to devise a perma- 
nent organization, representatives of Bene- 
lux, rather than the British, have been 
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most active in providing leadership. It was 
also indicated that, unlike France, Britain 
did not favor an agency with strong ex- 
ecutive powers. 


Britain and Europe 


No agreement, however, can promptly 
alter the weakened economic position of 
Britain, to which Bevin alluded. Before 
the war Western Europe sold much more 
in the United Kingdom than it bought 
(the export surplus averaged $500 million 
annually), but this was possible only be- 
cause London obtained sufficient foreign 


exchange from overseas investments, ship- 
ping and other services to cover its im- 
port surplus with Europe. Now this in- 
come is much reduced, with the result that 
British imports will be determined largely 
by merchandise exports. The continental 
countries, too, must henceforth seek ex- 
port outlets in other areas, or face a 
permanent decline in their imports. 

An export drive such as this is more 
likely to succeed if production plans are 
co-ordinated, with each participant con- 
centrating on those lines of output in 
which it has greatest comparative efh- 





ciency. Only on this basis can trade among 
ERP members and with other areas be 
maximized. It is-the goal toward which 
all reconstruction must be directed. In the 
meantime, thanks to additional American 
aid, an increase in intra-Western Euro- 
pean trade is possible through a return 
to the generous credit arrangements that 
were the rule shortly after V-E Day. Ex- 
amples of this are the recent Franco-Swiss 
agreement, and the new Anglo-French 
commercial and financial accord which 
will be published shortly. 

Haroip H. Hurcuzson 


U.S. Receptive to Latin American Economic Requests 


The news value attached to current dis- 
cussions at Bogoté of the Communist 
issue as it affects this hemisphere tends 
to eclipse reporting of the conference’s 
work in other fields, particularly the eco- 
nomic field. Yet security in the Americas 
rests squarely on economic stability. 


Dollars and Development 


Since the end of the war Latin American 
governments have sought to bring their 
economic problems to the attention of the 
United States, which has been preoccupied 
with the graver situation in Europe. De- 
spite the high level of economic activity, 
Latin America’s trade—the index to its 
prosperity—is seriously unbalanced. The 
region as a whole finds itself selling more 
to the rest of the world than it buys, and 
buying more from the United States than 
it sells here. With Latin Americans bid- 
ding for every conceivable type of goods 
in the high-priced United States market, 
the gold and dollar exchange accumulated 
during the war has melted away from the 
1946 peak of almost $5 billion to $3.7 bil- 
lion at the end of 1947. A prospective 
shortage of dollars appears to postpone 
the day when the ambitious development 
programs formulated by a number of 
Latin American countries can be realized. 
Meanwhile the mounting inflation has 
made living costs in some urban areas 
of Latin America as high as in the United 
States, or even higher. 

Under Latin American prodding last 
summer, the United States agreed to 
take up economic questions at Bogoté, 
and the Inter-American Economic and 
Social Council was asked to prepare a 
basic agreement on economic co-operation 
for submission at that time. In the inter- 
val, much has happened to underline the 
importance of such discussions. Relations 


between Russia and the United States have 
deteriorated to the point at which “hemi- 
sphere solidarity” has once again became 
a highly desired objective in Washington. 
The European Recovery Program, at 
length an actuality, will require Latin 
American help. These factors have en- 
hanced Latin America’s bargaining power. 


Latin American Position 

From the point of view of the countries 
to the south, the most important matters 
requiring clarification may be summarized 
as follows: 

1. Action to maintain a high level of 
exports to the outside world. Many Latin 
Americans have long advocated, especially 
since the closing years of the war, that 
the United States, in exchange for their 
political and military co-operation, accord 
them preferential treatment, notably in the 
form of bulk purchases of raw materials 
at guaranteed prices. This is what would 
happen, in effect, under the ERP, which 
provides for the expenditure of over 
$1 billion in off-shore purchases during 
the next year. Not all countries would 
benefit proportionately by this arrange- 
ment, however; Argentina, with a pos- 
sible export surplus of seven million tons 
of cereals this year, will receive the lion’s 
share of this amount, if a reasonable 
agreement on prices can be reached. It 
should be pointed out, parenthetically, that 
the Latin American countries have raised 
other objections to the European program 
as it applies to them, especially on the 
ground that it will further curtail their 
purchases of industrial equipment here. 
In any case, unless international relation- 
ships become still more critical, such re- 
gional arrangements as the ERP will be 
temporary, giving way to freer trading 
conditions in which Latin America must 


take its chances. Rightly or wrongly, the 
prospect of declining prices for their raw 
material exports continues to haunt Latin 
Americans. 

2. Assurance of financial co-operation in 
developing the economy. To avoid re 
peating the experience of the thirties, 
many Latin American countries have 
drawn up extensive public works and in- 
dustrial programs designed to insulate 
their economies from the worst effects of 
fluctuations in world prices. Additional 
financing for these projects must be sought 
abroad, principally from the United States. 
As Secretary of State George Marshall in- 
dicated in his address of April 1 at Bogoté, 
Washington is now prepared to increase 
materially the scale of its assistance to the 
other American Republics over that con- 
templated as recently as last summer. The 
Administration, in all likelihood, will ask 
Congress for an increase in the lending 
authority of the Export-Import Bank and 
will urge upon the World Bank a more 
sympathetic attitude toward Latin America. 

3. Recognition that the problems of un- 
derdeveloped countries require special 
treatment. In addressing the conference 
Secretary Marshall, however, reiterated 
the United States’ contention that capital 
through the years must come from private 
rather than public sources, both domestic 
and foreign. He stressed again that, from 
Washington’s point of view, it was neces 
sary for Latin America to create a favor- 
able climate by encouraging private en- 
terprise and extending fair treatment to 
foreign investors. It is with respect to this 
matter that the delegations assembled at 
Bogot4 will encounter the greatest ob- 
stacles to a workable agreement. Neither 
Washington nor the Latin American gov- 
ernments are satisfied with the draft agree- 
ment prepared by the Inter-American 
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Economic and Social Council. 

Secretary Marshall was at particular 
pains to say that the unprecedented indus- 
trial expansion that occurred in this coun- 
try in the early 1800’s was attributable “in 
an important degree” to the welcome as- 
sistance of European venture, capital and 


technical skills. Whatever Latin Ameri- 
cans may think of this argument—and the 
opinion is prevalent among them that our 
protectionist trade policy was then a 
great asset—they will insist at Bogot4, as 
at Havana, that the peculiar problems of 
underdeveloped countries, straining to 


“catch up” in a later and far different 


era, require a degree of state intervention, 
control and protection unknown in the 
gradual development of the older indus- 


trial economies. 
Ottve Ho_mgs 
(The second of two articles on Bogoté.) 


Agrarian Issues Are Key to Nanking’s Future 


Generalissimo Chiang Kai-shek’s state- 
ment of April 4 that he does not wish 
to be re-elected President under Nan- 
king’s new constitution, and various hints 
that Hu Shih, former Chinese Ambassador 
to the United States, is slated for the post, 
are both interesting reflections of current 
developments in China. With the position 
of the Central government deteriorating 
almost daily, further efforts are apparent- 
ly being made to win the support of non- 
Communist Chinese critics of the admin- 
istration and to make a favorable impres- 
sion on American public opinion. 


What Does “Reform” Mean? 


Despite his announcement, Chiang may 
yet be elected to the Presidency. If he is 
not, the change is unlikely to herald 
any basic shift either in power or 
policy in Nanking. Chiang would pre- 
sumably continue to be the supreme lead- 
er, whatever the name of the post he 
held. Since the Central government has 
made periodic declarations of reform over 
the years, it is necessary to distinguish be- 
tween fundamental and superficial change. 
Fundamental change, in the opinion of 
seasoned observers, would include such 
actions as reforms in land tenure, reduc- 
tions in rural taxes and interest rates, an 
effective campaign against corruption in 
government, encouragement of a new 
kind of relationship between the army and 
the people, price cuts, and measures to 
bring the civil war to a halt. The super- 
ficial consists of verbal announcements of 
policy, or shifts in the personnel and 
formal structure of government that either 
have no effect or simply alter the relative 
strength of cliques within the Kuomin- 
tang, the governing party. 

Many instances of superficial reforms 
can be found in the events of recent years. 
In November 1944 H. H. Kung, Ho 


Ying-chin and Chen Li-fu—three officials 
who had been the targets of considerable 
Chinese and American criticism—tresigned 
from the cabinet. In 1945 there was much 
discussion of constitutional change, and 
toward the end of 1946 a new constitution 
was actually adopted.* In April 1947 the 
government was “reorganized.” All these 
developments—like the current National 
Assembly meeting—had their day of glory 
on the editorial pages, but none bore fruit 
in actuality. While they were taking place 
the Central government’s position was 
weakening for lack of genuine reform. 


Whether or not such moves are ac- 
cepted as meaningful by Americans, they 
can have little effect in China, where the 
general population knows the realities of 
its own existence and can be impressed 
only by actions that really alter the condi- 
tions of life. This is well illustrated by the 
fate of the many announcements of land 
reform, dating back roughly two decades. 
The latest such statement was made to 
the foreign press on March 24, when Lt. 
Gen. Teng Wen-yi, government military 
spokesman, reported a “cheer up cam- 
paign” under which soldiers would re- 
ceive some free land. He also stated that 
measures were being drafted for gen- 
eral land reform, to strengthen the gov- 
ernment in the war with the Communists. 


Ill Fares the Land 


Unquestionably, if it could win the sup- 
port of the peasantry, Nanking would be 
a much more formidable foe of the Com- 
munists than it is today. But land reform, 
involving changes in tenure, can be car- 
ried out only against the stubborn oppo- 
sition of China’s entrenched rural gentry. 
Since this group provides one of the ma- 
jor social foundations of the Central 





*Sce Foreign Policy Bulletin, December 13, 1946. 


government, a genuine land-reform effort 
would require the administration to strug- 
gle against its own supporters—something 
it could hardly do if it intended to con- 
tinue the civil war with the Communists. 
Land reform by Nanking and the waging 
of civil war therefore seem to be incom- 
patible policies. 

The realities of the land issue are sug- 
gested in a dispatch from Iyang in Hunan 
province, published on February 27 in the 
Shanghai Ta Kung Pao. According to 
this report, referring to one of the villages 
in Iyang county, “Teng Mei-kuei, leader 
of the tenant farmers, was murdered in 
cold blood.” Teng, the writer declares, had 
“incurred the hatred of the local rowdies 
and gentry” because “he rallied the local 
tenant farmers to demand enforcement of 
the ‘25°% rent reduction’ law promulgated 
by the government in 1945.” Armed men 
invaded his house in the morning of 
February 2, dragged him outside and shot 
him. When this happened, all the leaders 
and members of the local Farmers’ Asso- 
ciation took refuge in the hills, and “to 
protect their own lives,” the tenant farmers 
returned to the landlords the grain they 
had deducted from their rents in 1945. 

It is evident that the enforcement of 
land reform in China strikes at the very 
heart of existing rural relationships, and 
requires a decisive shift in the power of 
gentry and peasantry. But there is no 
sign that Nanking is prepared to take 
the vigorous reform action necessary for 
survival. The Kuomintang faces the pros- 
pect of increasing deterioration in the civil 
war struggle with the Communists—all 
the more so since American foreign policy 
is focused principally on the situation in 
Europe, despite the extension of new aid 
to Nanking. 

Lawrence K. Rosincer 


(The second of two articles on China.) 
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Program Notes 


Detroit has found new avenues of support 
for its local program through emphasis 
on world trade. Various groups of the 
community, hitherto unresponsive, are 
showing active interest... . 

Cincinnati has recognized that when 
Mohammed does not go to the mountain, 
the procedure can be reversed. On April 
7 three iocal members are speaking along 
with Panayotis Kanellopoulos, former 
Prime Minister of Greece, in suburban 
centers serving three outlying sections of 
the city. Advance responses indicate an au- 
dience of one thousand—somewhat larger 
than the average meeting downtown. .. . 


Last October in co-operation with the 
San Francisco News and the National 
Broadcasting Company, the World Affairs 
Council of Northern California started a 
weekly radio program entitled “World 
Affairs Are Your Affairs” which has just 
received a Variety show management 
award. This award, presented to station 
KNBC, is one of two such awards to 
radio stations in the United States for out- 
standing programs in relation to interna- 
tional understanding. . . . 

Since appointment as president of the 
Foreign Policy Association, Dr. Brooks 
Emeny has talked to the Foreign Pol- 
icy Associations in the following cities: 
Albany, Austin, Baltimore, Bethlehem, 
Boston, Buffalo, Cincinnati, Columbus, 
Detroit, Elmira, Hartford, Houston, Indi- 
anapolis, Milwaukee, Minneapolis, New 
Orleans, Oklahoma City, Omaha, Phila- 
delphia, Pittsburgh, Providence, Rochester, 
Shreveport, St. Louis, St. Paul, Syracuse, 
Tulsa, Utica, and Worcester. He has also 
addressed Councils on World Affairs in 
Cleveland, Dayton, Kansas City, Los An- 
geles, Portland, San Francisco, and Seattle. 


National Dates 
NEw orLEANS, April 15-16, Mississippi Val- 
ley Trade Conference 
NEw york, April 16, FPA Regional Col- 
- lege Conference, International House 
NEW york, April 23-24, Council of FPA 
Branches and Affiliates, National Head- 
quarters 


- FPA NEWS - 


Association Meetings 

MILWAUKEE, April 12, An American Looks 
at China, Lawrence K. Rosinger 

MINNEAPOLIS, April 14, An American 
Looks at China, Lawrence K. Rosinger 

BETHLEHEM, April 15, Germany—Nation 
or No Man’s Land, Henri Peyre, Saul 
K. Padover 

pitrspurcH, April 15, Pacific Issues and 
Contemporary Problems in Internation- 
al Politics, V. K. Wellington Koo 

st. pauL, April 15, China, Lawrence K. 
Rosinger 

NEw york, April 16, College Conference— 
The Future of Freedom, Vera M. Dean, 
Julian Woodward 

Burrato, April 16, Italy, John Clarke 
Adams 

utica, April 16-17, Institute—America’s 
Responsibility in World Affairs, Bjarne 
Braatoy, Pierre Siraud 

PHILADELPHIA, April 17, Strategic Role of 
the U.S. in the Mediterranean, Walter 
Livingston Wright, Jr. 


Council Meeting 

On April 23 and 24, the spring meeting 
of the Council of Branches and Affiliates 
will be held in New York, and will be 
attended by representatives of community 
Foreign Policy Associations and affiliated 
Councils on World Affairs. It is an occa- 
sion at which delegates of the community 
organizations have an opportunity to par- 
ticipate in the over-all planning for com- 
munity education in international relations. 

Members are invited to present sug- 
gestions to their local representatives for 
the agenda. Ideas submitted for discussion 
include: a review of membership dues 
both national and local; reconsideration 
of FPA publications, format and useful- 
ness; and an analysis of the proposed na- 
tional program of community education. 
During the sessions there will also be re- 
ports from visiting representatives of 
special community projects and discussion 
of foreign student hospitality, FPA meet- 
ings and speakers. 

The two days will be divided into three 
working sessions: Friday morning, Friday 
afternoon, and Saturday morning. Official 
representatives of the branches will be 








News in the Making 











Somber as the world outlook appears to 
be at the present time, there are a few 
bright spots here and there that bear 
watching. . . . The Food and Agricultural 
Organization, which opened a ten-day 
meeting in Washington on April 5, reports 
that the world food situation shows signs 
of improvement. The United States, the 
world’s largest exporter of wheat, is ex- 
pected to have a 1948 crop in excess of 
one billion bushels. More food for Europe 
is a distinct possibility. . . . In contrast to 
earlier reports that the armed forces were 
asking for a maximum of $22 billion for 
rearmament, President Truman on April 1 
informed Congress that a minimum of 
$3 billion in new rearmament outlays 
would be required in the next fiscal year 
to imsure peace. . . . In the opinion of 
seasoned observers, James B. Carey, secre- 
tary-treasurer of the CIO, has done more 
than some of our diplomats in reassuring 
the Marshall plan nations concerning the 
purpose of the European Recovery Pro- 
gram by his recent conversations with la- 
bor groups in Europe. While opposing 
communism, Carey believes in direct, frank 
discussions of controversial problems with 
the Russians. In February he visited Mos- 
cow, where he conferred with Soviet trade 
union leaders concerning the Marshall 
plan. 





guests of the FPA at a luncheon on Fri- 
day. Time Magazine, as partial compensa- 
tion for the cancellation of the New Or- 
leans Institute, will sponsor an informal 
dinner Friday evening. Following the 
dinner, Panayotis Kanellopoulos, former 
Prime Minister of Greece, will speak. 


Use of FPA Materials 


The recently published volume, American 
Foreign Policy by Lawrence H. Chamber- 
lain and Richard C. Snyder (New York, 
Rinehart, 1948), reprints material prepared 
for FPA publications by Blair Bolles, Vera 
Micheles Dean, Olive Holmes, Grant S. 
McClellan and Lawrence K. Rosinger of 
the research staff. This constitutes a section 
of about 71 pages or almost 9 per cent of 
the book. The bibliography contains 
twenty-five references to FPA publications. 

















